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Abstract 
This project takes point of departure in study case of Nike’s sweatshop debate dating back to 
the 1990s in order to identify the lack of obligation from Nike. By doing so, the project will 
account for the history of multinational corporations also called MNCs, and how they in a 
world of globalization has to conform with changes in environments and society, while facing 
pressure from various organizations to do so. Furthermore, the project investigates the 
applied strategy of Nike that the corporation incorporated in order to improve the brand and 
image of the company. However, this will be done by applying Porter and Kramer’s CSR 
theory, that looks at the structural level of how corporations engage in business practices. 
Thus, the project aims to identify the modification of codes of conduct that was incorporated 
by Nike in response to the sweatshop debate.  
In addition, the project identifies the stakeholders of the corporation, and what impact they 
have on the business. The project goes on to analyze why Nike’s strategic business plan was 
changed and explain how they were able to strategically point out the faults in their previous 
plan was, by finding empirical data and combining them with theory to identify and confirm 
that CSR was incorporated into their business strategy plan after the whole sweatshop debate 
in the 1990s.  
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Introduction 
Taking point of departure in the MNC Nike, the company was established in 1972 by Phil 
Knight, a former graduate from the University of Oregon and one of the richest people in the 
U.S. Nike is one of the world’s leading marketers when it comes to athletic apparel and shoes 
(Hill, C.W.L. 2009: 154). Nevertheless, as Zadek states, Nike’s business model relies on 
outsourcing globally (Zadek, S. 2004: 128). In addition, Hill (2009) argues that “in 2006 the 
company had $15 billion in annual revenues and sold its products in some 140 countries” 
(Hill, C.W.L. 2009: 154), which simply underlines their enormous size as a multinational 
corporation. Nike manufacture their products in 51 countries, and the company have more 
than 600,000 employees in a network consisting around 800 subcontract factories, meaning 
that they have many different suppliers (Locke, R. and Romis, M. 2007: 55). Hence, this 
means that the company only designs and markets its merchandise (Hill, C.W.L. 2009: 154). 
However, this has raised the question regarding the working conditions of their employees in 
the subcontract factories. The issue of Nike is that they have been accused in using sweatshop 
labor in their foreign subcontract factories, and in the 1990s activists started campaign against 
Nike, due to poor working conditions in the company’s supply chain (Zadek, S. 2004: 128).  
 
Nike does not control the foreign subcontractors, however, they have showed commitment to 
improve the working conditions in the factories by forcing the subcontract factories to 
comply with the Code of Conducts of Nike. Locke and Romis emphasize that “all suppliers 
are obligated to sign Nike’s code of conduct and post it within their factories.” (Locke, R. and 
Romis, M. 2007: 55). Thus, Nike has terminated the contracts with factories that does not 
follow the Code of Conduct (Hill, C.W.L. 2009: 154). 
 
As Hill describes in his text, many NGOs and reporters have visited these factories and 
investigated the working conditions of the subcontract factories. The reports showed that the 
employees in these foreign factories have worked under critical conditions. There have been 
employed underage people, who worked with toxic chemicals without masks or gloves. 
Moreover, in some of the factories they were not allowed to speak. Additionally, they had to 
meet a quota of products to produce each day, and they were not allowed to go home before 
they produced that specific amount of products. Furthermore, the wages of their employees 
were also reprehensible. As the reporter Roberta Basin describes, “the signs are everywhere 
of an American invasion in search of cheap labor. Millions of people who are literate, 
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disciplined and desperate for jobs.” (Hill, C.W.L. 2009: 154). Furthermore, Hill (2009) 
stresses that Nike has been criticized for violating human rights in several occasions. 
According to the NGO, Global Exchange, one of the  the company has employed underage 
people, and gave them lower wages than the minimum requirement in Southern China (Hill, 
C.W.L. 2009: 155). 
 
As Matt Zwolinski stresses, the issue about sweatshop labor in developing countries is two-
folded. The disadvantages of using sweatshop labor is often debated, since the conditions are 
not as the same standards that people know from the industrial countries. However, 
Zwolinski encourages for a more nuanced debate about the issue. First of all, the exchange 
between worker and employer benefits both parties, even when it is unfair (Zwolinski, M: 
2012). The employees get some money to live for and in return they manufacture products for 
the MNC.  
 
Furthermore, Zwolinski says that studies shows that “sweatshop jobs pay 3-7 times the wages 
paid elsewhere in the economy.” (Learn Liberty, 2012). Hence, the sweatshop labor is very 
attractive compared to the alternatives in the third world. People from developing countries 
are eager to find jobs, meaning that they accept these standards and circumstances at the 
sweatshops. However, Zwolinski further argues, that as long as the choice to work in 
sweatshops is voluntary, and that it is better than the alternatives, then it can be seen as 
beneficial for the employees. Hence, Zwolinski counsels individuals to see sweatshop labor, 
as an issue that contains both advantages and disadvantages. Furthermore, he means that it is 
not the solution to ban sweatshop labor, since people in the third world are desperate and 
poor. Thus, it is better to work instead of being unemployed, and in that sense improve life 
and contribute to the economy.   
Motivation	
As companies around the world become successful and grow to become international 
companies stretching their network across borders and continents, the focus of the global 
community follows as a consequence. Over time, the emergence of Corporate Social 
Responsibility (CSR) has done the same. As companies for years only had to worry about the 
business consequences their operations would have, the global community has increasingly 
become aware of the environmental and social consequence that the success of being multi 
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national corporations (MNCs) comes with. Organizations, governments and activists along 
with the media, have increasingly become more aggressive  in putting public pressures on 
MNCs, in order for them to be held accountable for the social and environmental 
consequences their operations have. This project intends to understand how and why CSR has 
emerged, and explain how MNCs now have adopted to it and made it an opportunity for 
themselves to reinvent themselves, and also strengthen their public image brand. The 
question also arises, if the MNCs effort in improving their CSR is merely a show for the 
public in order for them to obtain a good public image or if they in reality actually are 
improving on CSR and how they do that with the best effect which benefits both the company 
and the world society. 
 
The world has become interconnected on many aspects. In this project, we want to examine 
the company Nike, who decide to outsource their production to developing countries, in order 
to make higher profits and reduce their costs. Biljana Pesalj argues that, “Market 
imperfections and high transaction costs are seen as the main reasons why MNCs prefer 
transfer of knowledge-based assets using FDI (within the MNC system) to using market 
mechanisms.” (Pesalj, B. 2011: 239). However, the project intends to investigate the 
incorporation of corporate responsibility rather than the FDI within the MNC system. Thus, 
the term Corporate Social Responsibility is a new aspect in the international trading, that 
focuses on the ethical aspects of multinational corporations. Moreover, Pesalj argue that 
MNCs create new perspectives in international trading and production: “The new perspective 
of MNC is based on the application of knowledge and network theories. The knowledge-
based theory of MNC mainly deals with the characteristics of knowledge, transfer of 
knowledge and determinants of these processes.” (Pesalj, B. 2011: 242). Hence, we see how 
the MNCs in the wider perspective have to take such circumstances in consideration, as they 
have a responsibility for their image, but also the customers, since they are the ones who 
‘support’ the companies financially. Nonetheless, we know that ethics are almost as 
important as maintaining sustainable economy and market position. Additionally, Biljana 
Pesalj argues, there have been developed many different theories regarding the MNCs. For 
instance, Dunning’s broad framework (OLI theory) was the dominant accepted theory of FDI 
until the late 1980s (Pesalj, B. 2011: 239). She states, “Within the scope of this theory, 
Dunning proposed three main determinants of international activity of the firm and they are 
as follows: ownership, location and internalization.” (Pesalj, B. 2011: 239). Hence, these 
determinants of international activities has lead us to the focus of how a multinational 
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corporation, such as Nike, have progressed during the years and have become more 
influential in the postmodern world and society. We want to focus on Nike’s sweatshop 
scandal during the 1990s, where the company experienced massive criticism of their foreign 
subcontract factories in the developing countries. Furthermore, Nike has also been subject to 
criticism of entering countries where human rights and environmental standards are very low.  
 
This scenario has caused the adoption of Corporate Social Responsibility, because the 
companies has to protects their image and reputation. Moreover, customers are important 
stakes that have the tendency to not accepting suppliers engaging with child labour and 
factories that damage our environment. Hence, CSR gives the company a better reputation.  
Problem	area	
With point of departure in the transition of modern global multinational corporations, this 
project intends to examine and focus on how Nike tackled the sweatshop debate. 
Furthermore, the project investigates if the company is responsible for the conditions in 
factories they do not own. Nike have many foreign subcontract factories in developing 
countries in the third world, which means that the factories are controlled and managed by 
external personnel, and hence only monitored by Nike to some extent. However, this issue 
has raised questions regarding the ethics of Nike’s brand and image.  
 
The concept of CSR has become an essential factor for a multinational corporation such as 
Nike. However, the concept is often also the subject for criticizing multinational 
corporations, since they do not manage to attain the goals they list in their reports regarding 
CSR. Thus, the project intends to focus on the sweatshop debate and how NGOs and medias 
have played an essential role in changing Nike’s brand and image. The role of the 
organizations’ and their critiques has been central in this case, since Nike used CSR in order 
to save and strengthen its market position, as one of the world’s leading companies in the 
apparel and shoe industry. As Pedersen and Andersen argue, “The reputation of a supplier 
can be seen as a resource, which influences future income” (Pedersen and Andersen, 2006: 
237). Hence, the concept has an important role in sense of creating or maintain the exterior 
image.  
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Research	question	
With point of departure in the sweatshop debate in the 1990s, what factors forced Nike to 
incorporate CSR strategies, and what opportunities and limitations did the corporation meet?  
Working	questions	
- Which characteristics describe a multinational corporation? 
- What CSR strategy has Nike incorporated in order to improve the conditions in the 
factories?  
- What impact does the CSR strategy have on Nike’s brand and image, and what role 
does the stakeholders have in relation to the business relation of Nike?  
Literature	review	
Business studies focus on the survival and growth of a corporation, in which it integrates 
strategy, organization and management. CSR studies focus on the corporate responsibility of 
firms. These two fields complement each other as a firm’s main focus is to develop itself and 
continuously become profitable but it further has a role as act responsible to the society 
concerned. The increasing role of multinational corporations has led them become more 
powerful than nation-states. This has led the MNCs get greater responsibilities in the global 
sphere. Presently, as shareholders that are used to be seen as the core focus of the business 
unit is replaced with stakeholders. These actors play greater role as they affect the 
performance of a firm. Hence, theories of business studies will contribute to an understanding 
of the role of stakeholders. CSR studies will provide with the impact that corporation can 
have if they focus on the responsibility that stakeholders can will force them to focus on due 
to their role in a firm’s business agenda.   
 
In terms of business studies, this project intends to integrate the history of MNCs in order to 
understand the context of the change in society and what effects the change has on the MNCs 
way to grow. Mira Wilkins’ text will be applied in order to give an overview of the MNC 
history. Furthermore, Wilkins’ text enables us to link the history and the case together in a 
structured way that gives the reader the opportunity to read the fundamental factors of MNCs 
before talking about an issue that occurred suddenly. However, the text by Wilkins are not 
 9 
related to Nike specifically, meaning that the information gathered from the text is not 
customized for the purpose of this project.  
 
Regarding the CSR studies, the theory of CSR conceptualized by Porter and Kramer will be 
applied for the purpose that the MNC Nike has incorporated the concept in the 1990s in order 
to overcome the massive critique of the company in the 1990s that lasted over a decade. 
However, the theory looks at how the MNC Nike has incorporated the theory, and what 
aspects of the business it has improved in order to overcome the conflict of sweatshop labour. 
Moreover, the applied theory will provide an overview of the different aspects within the 
business practices of Nike, and how the conditions has been improved in relation to the code 
of conducts that the subcontractors need to comply with. Nonetheless, the theory will be used 
in the analysis and the discussion in order to identify the strategy Nike has used.  
 
However, as will be indicated in in the concept of CSR, many definitions of CSR is present. 
It tends to be universal but forgets that the role of MNEs is changing and other factors need to 
be included, such as a political aspect. The text by Scherer and Palazzo is useful, as it 
supplements the theory of Porter and Kramer by giving another perspective of CSR to the 
analysis. They focus on the political aspect of CSR, where they argue that CSR has become 
more political. They provide with an extension of firms’ governance as corporations tend to 
integrate political responsibilities that governments usually are responsible of. This new role 
enables firms to affect regulations in developing countries that can improve the working 
conditions of employers working for the firm’s supplier that usually receive wages below the 
minimum wage.  
 
An integration of both studies can be seen in the case of the multinational enterprise Nike. 
The text by Hill (2009) is a case study about Nike’s sweatshop debate in the 1990s. The text 
is used for the purpose that the project seeks to examine Nike’s relationship to the foreign 
factories. Furthermore, the case study gives the project a standpoint that is narrowed down to 
one specific episode or event in the history of MNCs. Thus, the case of Nike will be applied 
in order to go in depth and scrutinize the specific situation. In addition, the text by Hill gives 
an historical account of Nike’s sweatshop debate, which can be seen as a supplement to 
Wilkins’ text about MNCs history in general. This provides a variation in the historical 
account of the MNCs, with the focus on Nike, which is the central topic in this project.  
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Concepts	
Multinational	Corporations		
Also known as TNCs, MNEs, TNEs are large corporations that distribute and produce goods 
and services in several countries. Enterprises such as Coca Cola, McDonald’s and Nike are 
referred to as MNCs. These MNCs import their goods and services in foreign countries along 
with making investments in countries outside the home country, providing the countries with 
labor opportunities by opening manufacturing plants and engaging in contract manufacturing 
in foreign countries.  
 
The reason for moving operations to foreign countries can be seen as both positive and 
negative. The positive part is that these companies create labor opportunities in areas of the 
world that may have a shortage of jobs, and by this somewhat stabilize the economy in these 
countries. The negative aspect of it is firstly that they may shut down their operations in one 
country when moving to another country, and by these leave many people without jobs. 
Secondly, workers might work under poor conditions and get paid lesser than the people they 
are replacing. This issue has caused a lot of worries as the moral behavior of these MNCs and 
are somewhat arguable. Many argue that the corporations are only thinking about profit, and 
therefore leave their employees to work in bad conditions, while others argue that the 
corporations at least create jobs in countries and by this help the country to develop its 
economy. 
Corporate	Social	Responsibility		
The EU conceptualizes CSR as “the responsibility of enterprises for their impacts on 
society…maximising the creation of shared value for their owners/shareholders and for their 
other stakeholders and society at large; identifying, preventing and mitigating their possible 
adverse impacts” (EU, 2011). However, in the project, the conceptualizations of CSR by 
Porter and Kramer and Scherer and Palazzo will also be applied, since their texts will be used 
in the analysis.  
Code	of	conduct	
Here, code of conduct plays an important role, as it is an outline of rules created by 
corporations, for its employees. This code of conduct informs the employees about their 
rights and the rules and expectations of the corporations. The code of conduct is not a must 
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for a corporation; however, many corporations decide to implement it, as it is seen as a 
branding mechanism, which improves a corporation’s name and reputation.   
The concept of code of conduct refers to the set of rules or requirements that Nike’s suppliers 
need to comply with in order to maintain their partnership with the corporation. The codes of 
conduct of Nike are as follows:  
 
1. Employment is voluntary:  
This means that no foreign subcontractors make use of forced labor, and they do not 
confiscate ID documents from their employees. 
2. Employees are age 16 or older:  
Employees of the foreign subcontractors are a minimum of 16 years old or older if the local 
law states otherwise 
3. Contractor does not discriminate: 
Thus, Nike has set criterias that managers of the foreign subcontract factories need to comply 
with. This relates to sexuality, gender and race etc. 
4.  Freedom of association:  
The workers have the right to assemble in unions and collective bargaining are respected. 
5. Compensation is timely paid: 
The employees are paid hourly and on time. 
6. Harassment and abuse are not tolerated 
7. Working hours are not excessive: 
This means that employees does not exceed the maximum workweek hours or exceeds 
anything that local laws otherwise states. 
8. Regular employment is provided: 
Papers are in order and they are employed on a regular contract. 
9. The workplace is healthy and safe: 
The subcontractors have to make sure that safety is prioritized and that the workers are not 
working in hazardous conditions. 
10. Environmental impact is minimized: 
Both the environment and the health of the workers has to be protected by minimizing the 
pollution, water waste, etc. 
11. The code is fully implemented 
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Delimitation 
The project is delimited to only applying a single case study, meaning that we need to be 
aware that the generalization of the interpretation of the case might not correspond to other 
cases, meaning that we are aware that our findings in this project might not be able to be set 
into a bigger context. However, we have chosen to focus on Nike as it is a great example of 
the pressures experienced from its stakeholders and the actions taken by the enterprise in 
regards to CSR policies.  
 
Furthermore, the history of MNCs contains a lot of information, meaning that the project has 
to be narrowed down to focusing on the case of Nike. Thus, the project intends to take its 
point of departure in the sweatshop debate and look at how the period in the 1990s created 
the incorporation of CSR strategy in order to improve and protect the image and brand of the 
MNC. In addition, we find it relevant to define the history of MNCs from the 1990s until 
present due to the rise of globalization. However, we could have chosen to look at the history 
of MNCs from the colonial period, but it is disregarded, as we want to look at the globally 
integrated economy. 
 
Regarding the concept of CSR, we are aware that the definition provided by the EU is not a 
perfect one as it describes the responsibility of a company towards society and how to protect 
the public profile. It does not indicate how to include CSR in mass production, however, for 
that purpose we decided to include Porter and Kramer’s and Scherer and Palazzo’s 
conceptualizations of CSR, as they include other factors. However, this shows that the 
concept of CSR is difficult to define as many aspects need to be included, therefore we are 
conscious that our focus on CSR affects the conclusion of our project.  
Methodology	
This project intends to use the deductive style of approach. This approach is the most 
common approach in the world of social research, and represents the approach taken in this 
project. “The researcher, on the basis of what is known about in a particular domain and of 
theoretical considerations in relation to that domain, deduces a hypothesis (or hypotheses) 
that must then be subjected to empirical scrutiny.” (Bryman, A. 2012: 24). The project 
focuses on one incident, the Nike sweatshop debate during the 1990s, thus it is an incident 
that has already occurred and is a thing of the past. The project will also on the basis of what 
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is known about this particular incident deduce a hypothesis, which in the case of Nike will be, 
that the CSR changes Nike made and the way the incorporated it has not only benefitted their 
employees, and the workers in the foreign factory suppliers but also Nike themselves, by 
gaining and maintaining a good public image, which further leads to repeat-buying from their 
customers. 
 
The concept of CSR is something that the project can further delve into and research and thus 
it is very important that it is researchable, as this becomes the basis of the hypothesis as 
Bryman mentions:” Embedded within the hypothesis will be concepts that will need to be 
translated into researchable entities.” (Bryman, A. 2012: 24). 
 
After the concepts are cleared, Bryman states that: “The social scientist must be both skilfully 
deduce a hypothesis and then translate it into operational terms. This means that the social 
scientist needs to specify how data can be collected in relation to the concepts that make up 
the hypothesis.” (Bryman, A. 2012: 24). 
 
To be able to test the hypothesis, the project will make use of empirical data such as journals, 
academic articles, and theories on CSR and short articles from newspapers. Most importantly 
is the fact that the data on the concept of CSR is available through theories which includes 
different strategies that firms use, but also rankings and statistics which many NGOs and 
other organizations publish publicly.  
 
The data collected contains academic articles regarding corporate responsibility (CSR) and 
Nike’s foreign subcontract factories (sweatshops). Thus, the project intends to apply 
secondary qualitative data. The purpose of using the qualitative data is to gain authentic 
experience of the topic. However, we are well aware of that the collected qualitative and 
quantitative data can be subjective (Bryman, A. 2012: 405). For this purpose, the project aims 
to triangulate the gathered data in order to reach valid and diversified arguments. 
Triangulation is defined as: ”The use of more than one method or source of data in the study 
of a social phenomenon so that findings may be cross-checked”. (Bryman, A. 2012: 717).  
 
Furthermore, Bryman (2012) argues that “it is often not obvious how the analysis was 
conducted - in other words, what the researcher was actually doing when the data were 
analysed and therefore how study’s conclusion were arrived at.” (Bryman, A. 2012: 406). 
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This means that we have be critical about the lack of transparency and how the authors of the 
articles and books have selected their participants in their studies and how they conducted 
their analysis. Nonetheless, our main sources are qualitative data, with a combination of 
including an explanatory research method. This research method enables us to deal with how 
and why questions of the occurrence of situation concerned. However, it will be 
supplemented and combined with quantitative data if necessary in order to make a varied and 
consistent project. Furthermore, the reason why we chose to use the inductive style of 
approach, is because it goes from a particular issue to a more general conclusion that will 
give us an impression that the findings are applicable to some multinational corporations. 
However, this is also a limitation in our project, since not all MNCs face same issues. 
 
Case study is defined as: ”A research design that entails the detailed and intensive analysis of 
a single case. The term is sometimes extended to include the study of just two or three cases 
for comparative purposes.” (Bryman, A. 2012: 709). 
 
The pros and cons of having a single case study could be that the author is subjective, and in 
regards to the data collection and how it is applied it can be questioned whether the data 
validates the research, as the researcher presumably only takes data that strengthens and 
supports his theory. In the project Hill (2009) single case study will be used. Hill (2009) only 
looks at the sweatshop debate from his perspective and his arguments along with his theories 
that he uses, are critical against Nike and the working conditions that the sweatshop workers 
were in. We acknowledge that by doing a single case study, we are at risk of only being 
represented with one side of the story, the view that criticizes Nike. To look at the sweatshop 
debate from another perspective from the other side of the story a video of Zwolinski will be 
used. In the video Zwolinski talks about the bad side of sweatshop laborers but also the good 
that comes out of it, such as the laborers actually having a job instead of being out of a job, 
and the laborers being able to put food on the table for their families. Basically, Zwolinski 
argues that both parties benefit from each other either way, the only difference is that one part 
(Nike) benefits more.  
 
Theories 
Friedman’s	Stakeholder	Theory 
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Friedman’s theory (1970) emphasizes that firms should only focus on creating profit and 
satisfy stakeholders.  Friedman argues that the only social responsibility for companies is to 
increase their own profit. He means that companies are not human, and therefore cannot have 
responsibilities, as responsibility is a skill seen in humans.  
 
He claims that the businessmen managing the company have a responsibility to their 
employees and the society, but should use their own money when fulfilling the society's 
needs, and when it comes to the employees, the company should keep within the rules and 
regulations created by the society but still aim towards creating as big a profit as possible.   
Freeman’s	Stakeholder	Theory	
The theory of Freeman (2008) focuses on that profits alone is not enough, and that firms 
should focus on their stakeholders. Freeman developed the stakeholder theory, which is a 
theory that addresses values and morals when managing an organization.  
 
In a traditional sense, shareholders own the company and the firm should strive to fulfil their 
needs first and increase their profit. Freeman however argues that there are several other 
parties involved in a company such as the government, unions, suppliers, employees and 
customers, and each company should strive to fulfil all these parties needs, as they are 
essential to each other.  
Post	et	al.	-	The	New	Stakeholder	View		
Stakeholder has many definitions dependent of the circumstances in which it is mentioned. 
Post et al. lean towards defining stakeholders as: “The stakeholders in a firm are individuals 
and constituencies that contribute, either voluntarily or involuntarily, to its wealth-creating 
capacity and activities, and who are therefore its potential beneficiaries and/or risk takers.” 
(Post et al., 2002: 8). 
 
Basically the concept of stakeholders and the New Stakeholder View is about firstly 
recognizing the interdependence that are present within a firm. The employees, customers, 
constituencies, investors and the communities around are all interdependent. They are all 
stakeholders, voluntarily or involuntarily as they all share a common interest with the firm, or 
are in conflict with the firm, something which ends up in the firm eventually making money 
continuously by incorporating all the stakeholders into their operations and meeting their 
interests. The long-term survival of a firm and the success they might experience is 
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dependent on the firm’s ability to incorporate and developing a healthy relationship with the 
stakeholders, to ensure the network of stakeholders stability (Post et al., 2002: 7). 
 
It could also end up costing them money and their continued success, if their operation 
conflicts with one multiples of the stakeholders. “A firm cannot maximize value if it ignores 
the interests of its stakeholders” (Post et al., 2002: 8). In the project, we have a focus on 
Corporate Social Responsibility which makes the communities a particular stakeholder which 
we can focus our interest on. The communities include governments, citizens, NGOs and 
even other competing firms. If the stakeholders of the communities’ interests are not met it 
could not only end up with costing the firm money, but also its reputation and brand loyalty, 
which affects the repeat purchases by its customers. 
Porter	and	Kramer’s	CSR	Theory		
Over time, governments, activists and the media as well, hold companies accountable for the 
social consequences that follow their operations. All kinds of organizations have grown 
aggressive and has succeeded in bringing public attention to the social consequences and as a 
result of that, multiple organizations rank companies on how they perform in living up to 
their corporate social responsibility (CSR). The methods that these organizations use for 
grading and ranking companies are different and sometimes questionable as they are ranking 
the companies by using different criteria. Nonetheless, these rankings have become 
publicized in such a manner that they attract a lot of attention, something which have not 
gone by the companies that are being ranked, making CSR a priority for many of the leaders 
of the companies being ranked (Porter and Kramer, 2006: 78).  
 
By making CSR a priority for their companies, many companies have improved in the social 
consequences that derive from their operations. But they are not as productive as they could 
be and Porter gives two reasons for why that might be. Firstly he states, that companies throw 
business and society in the same pit, even though the two are interdependent. And secondly, 
that business leaders have become so focused on CSR, that they push their companies to 
think of CSR in a generic way, the outcome thereof is that they look at CSR as a cost, which   
halts the productivity of their efforts. Instead they should focus on the most genuine way to 
incorporate CSR in their companies in a manner that fits the respectable company’s own 
strategy. CSR is much more than a cost or charity, it can be used as way of reinventing a 
 17 
company and as an opportunity to gain advantage from other competitive companies through 
innovation  (Porter and Kramer, 2006: 80). 
  
With that said, CSR has not been something that was on everybody’s radar, it has emerged 
through the public sphere as the public have demanded that companies stand accountable for 
their operations, so it’s not always by own choice and will that they have focused on CSR. 
The public pressure was something that surprised many companies, as they only thought they 
had to stand accountable for their business responsibilities. Nike serves as the perfect 
example of the early pressures that were put on companies to focus on CSR. In the early 
1990s, the Nike company was faced with a massive boycott as media outlets such as the New 
York Times published reports on the labor conditions at one of the Nike’s suppliers in 
Indonesia, as the conditions were deemed abusive (Porter and Kramer, 2006: 80). 
 
One thing that we first must understand in the world of public pressure, successful and CSR, 
is the fact that many companies are linked with social and environmental problems, only due 
to their huge size and worldwide branding. The organizations and media do this purposely, as 
this serves their purpose of bringing attention to a certain problem in the world society. 
Basically, companies can be drawn into world society’s problems in order for the world to 
focus on the problem that they allegedly have something to do with, even though they do not 
(Porter and Kramer, 2006: 80).  
 
CSR has even entered the political sphere, as governments have become involved in CSR as 
they have been increasingly trying to mandate CSR reports on companies. In the United 
Kingdom, a legislation has been proposed, which is still pending. The legislation requires all 
companies, which are publicly listed, to publish ethical, social and environmental problems in 
their annual reports if the legislation is implemented. This also goes to show how far 
organizations will go to hold companies accountable for their social corporate 
responsibilities, which in the end can lead to high financial risks to any company that do not 
comply with the standards set, and whose operations are unacceptable (Porter and Kramer, 
2006: 80). 
 
Proponents of CSR have broadly speaking used four main arguments to argue for their case 
that is pro-CSR. The four arguments are: moral obligation, sustainability, license to operate 
and reputation (Porter and Kramer, 2006: 81). 
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The moral obligation is the moral appeal of CSR, that companies also have a duty to do what 
is right. The leading non-profit CSR business association, Business for Social Responsibility, 
has it made moral obligation its main goal, as it encourages its members to adjust their 
consumer behavior by only buying goods that respect communities, people and 
environments.  
 
Sustainability focuses on conserving the environment and the community. “Meeting the 
needs of the present, without compromising the ability of the future generations to meet their 
own needs.” (Porter and Kramer, 2006: 81).  
License to operate is derived from the fact that companies cannot function without implicit or 
explicit permission from the governments, communities and external stakeholders from 
where they are located, in order for them to do business.  
 
Reputation is used by companies to justify their CSR related actions on the argument that 
they will be able to improve and strengthen the public image of their company along which 
could lead to a rise in the value of their stock (Porter and Kramer, 2006: 82). 
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Chapter	1	
Characteristics	of	MNCs		
This chapter aims to outline the characteristics of MNCs and how it has changed during the 
era of globalization starting from the 1990s. This is conducted in order to understand the 
business activities of MNCs. Furthermore, to put it into perspective; Nike will be applied in 
this section in order to get a clear view of its choice of activities. The main focus in this 
section is the emergence of outsourcing production to the Third World. 
 
As mentioned, multinational corporations (MNCs) root back to the 16th century, where the 
first multinational enterprises appeared in the global sphere. Since then the MNCs have 
undergone a substantial development. However, the multinational corporations that we know 
today emerged in the 19th century. Cypher and Dietz (2000) state, “transnational corporations 
(TNCs) are companies operating in two or more nations.” (Cypher and Dietz, 2000: 451). 
Furthermore, they argue that MNCs have existed for a long time, even in the early colonial 
period, where companies were involved in trading overseas. Thus, “MNEs are businesses that 
cross over borders, carrying with them a package of business attributes, including capital but 
also products, processes, marketing methods, trade names, skills, technology, and most 
important management.” (Wilkins, M. 1998: 95). The competencies that the MNCs had 
brought along with them have helped the developing countries to develop themselves in 
terms of economic growth. As Wilkins (1998) argues, “in some cases, they contributed to 
accelerated growth; in others, because their impact was slower to take root, the positive 
consequences were small, and in still others, there was a total failure in host countries to 
absorb - and to build on - the offerings of the multinationals.” (Wilkins, M. 1998: 96). Hence, 
it is not always that the impact of the MNCs affects the foreign countries where 
manufacturing plants are located. However, the factories in general are highly appreciated in 
the foreign countries, since it provides with increase of employment in developing countries 
(Zwolinski, M. 2012).  
 
The way that these enterprises initiated the integration of developing countries was that 
“They move over borders tangible and intangible assets, while at the same time, and most 
crucial, retaining connections with the home locations. They make direct investments, 
however small.” (Wilkins, M. 1998: 95). Typically, multinational corporations decide to 
expand their production to foreign countries, as they are interested in reducing transaction 
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costs, and increase efficiency and profits. The wages of workers in developing countries are 
typically low compared to how many hours they work, which is one of the most important 
and attractive factors when MNCs decide to outsource their production to Third World 
countries. 
 
Carol A. Stabile (2000) argues that some people often consider material goods as happiness. 
However, this scenario does not only exist in the developing countries, but also in the 
industrial countries where people from the lower classes appreciate both material goods and 
workplaces. She applies an example of Steven Roth’s statement of how his store Essex House 
of Fashion attracts people: “What too many people who live in other places don't understand 
is that there's a part of America where a Big Mac is a celebration.... Most of the people in this 
store, their lives are shit; their homes in the projects are shit-and it's not like they don't know 
it. [...] They buy these shoes just like other kinds of Americans buy fancy cars and new suits. 
It's all about trying to find some status in the world” (Katz, 1994: 271 in Stabile, Carol A. 
2000: 187). This implies that lower classes exist in each country around the Global World 
that try to find objects that will give them status in the society However, Roth’s statement 
refers to the Sneaker Wars between Nike and Reebok, where they competed over market 
share (Stabile, C. A. 2000: 187).  
 
The integration of global product system accelerated in the early 1990s. However, as Cypher 
and Dietz notes, the foundation of implementing the systems in the developing countries 
started back in the 1960s (Cypher and Dietz, 2000: 455). Hence, Nike was one of the first 
companies that fully exploited these opportunities by moving their production to developing 
countries in the Third World. This resulted in emerging global manufacturings, which 
purpose was to revolutionize the processes of information, transportation and communication 
technologies within the value chain of the MNC Nike (Cypher and Dietz, 2000: 455). The 
motivation of this intervention was not to invest and gain economic profit in the domestic 
market. Thus, the purpose of the interference in the developing countries by establishing 
global factories, in this case known as sweatshops, was to streamline their expenditures and 
hence focus on the company’s efficiency in producing goods as cheap as possible. This 
scenario was only possible and could be realized by moving the production of sports apparel 
and shoes to less developed economies where cheap labor was present. In countries such as 
China, Pakistan and Indonesia, the wages are low, meaning that Nike could reduce costs 
“legally”, without being prosecuted. However, during the late 1990s and until the beginning 
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of the 21st century, the MNC experienced adversities and criticism of the conditions in the 
sweatshops.  
 
Nevertheless, since MNCs decided to outsource their products, academics have theorized the 
operations of these companies differently. Porter’s industry perspective focuses on the 
industry of the firm. Barney later introduced the resource-based view, where resources of 
firms that are seen rare and unique give a firm competitive advantage within these resources, 
meaning that he is looking at the internal part of a firm. However, Teece (2000) argues that 
when dealing with development context, it is essential to look at dynamic issues, as Western 
theories are static and do not fit into DCs that possess changing environment. Hence, Teece 
suggests that by implementing the resource-based view in a developing country firm, one 
must look at its history in order to understand the company. Nonetheless, Teece’s argument is 
not suitable for DCs as firms do not exist in isolation since external factors are also 
important. However, we take his point of looking at a company’s history into account in this 
project.  
 
Some theorists emphasize Internationalization as an essential theory to take into 
consideration when looking at MNCs as the theory is seen as the main driver for the 
prerequisites and decisions to move their production to developing economies. Thus, the 
main driver to the arising of the system of global factories is widely seen as the 
Internationalization. Additionally, Kuada (2007) presents two strains of international 
business. These are upstream and downstream internationalization. Downstream 
internationalization is defined as when a firm starts with sales and marketing end of Global 
Value Chain. This type of internationalization includes stages theory that is the process of 
internationalization with inclusion of different types of stages where higher degree of stages 
indicates higher degree of internationalization. Upstream internalization, on the other hand, 
implies that the firm sources part of its input in order to sustain competitive position in a 
market. This type of internalization includes Barney’s resource based view.  
 
Cypher and Dietz (2000) outline the approaches of the motivation for going global by using 
Richard Caves statement regarding firms’ decision to outsource (Cypher and Dietz, 2000: 
456). Caves stresses that “the motivation to “go global” often arises from the fact that firms 
own or control specific production processes, designs, styles, and other types of know-how.” 
(Cypher and Dietz, 2000: 456). Hence, the statement by Caves underlines the aforementioned 
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assumption of why MNCs decide to move their production to developing economies in the 
Third World.  
 
Wilkins (1998) stresses that MNCs that moved productions from industrial countries to 
developing economies, discover new ways of manufacturing products, in order to streamline 
their expenditures. However, companies do not only find new ways of manufacturing but also 
new product categories and managerial practices (Wilkins, M. 1998: 109). Furthermore, she 
argues that the companies who take part in such activities globally give their brand a trade 
name internationally. Thus, these activities contributing to trade names differentiate their 
products (Wilkins, M. 1998: 110). 
 
Presently, a recession in the Northern part of the global world is present leading to 
investments being moved to emerging markets and governments taking a bigger role in 
foreign direct investment. This has further led MNCs to focus on global strategies that have 
led to implementation of competing and strategic approach of foreign direct investment in 
developing countries (Cypher and Dietz, 2000). The increased concentration of investing in 
foreign direct investment in emerging markets allow MNCs to increase knowledge and 
improve their understanding of success and failure of operating in developing countries, 
which is a great advantages for these enterprises. 
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Chapter	2	
Analysis	
The	Sweatshop	Debate		
This chapter intends to analyze Nike’s shift in strategy in order to improve and protect the 
company’s brand and image. As the corporation experienced massive critique of the 
conditions at their subcontracted factories, they decided to change strategy. Thus, the analysis 
takes point of departure in Porter and Kramer’s text about the different approaches to CSR 
and how they affect an MNC in which ways they should implement CSR to gain the best 
benefits for the MNC and the stakeholders. The analysis will take points made by Porter and 
Kramer, explain them and then compliment them with Hill’s text. 
Hill’s text regarding the sweatshop debate will be used in order to identify the CSR strategy 
Nike has used, and that Porter and Kramer have pointed out. Hill’s text will in this regard, be 
used as data to back up Porter and Kramer’s claims and to further analyze Nike’s initiation of 
CSR practices. 
Introduction	
Nike can in many ways be described as the perfect embodiment of what a global corporation 
should operate like. In 1972, a former student of University of Oregon by the name of Phil 
Knight established Nike. Nike has since then become the leading supplier of athletic shoes 
and apparel in the world. (Hill, C.W.L. 2009: 154). To exemplify their global reach, in 2006 
Nike had annual revenue of 15 billion U.S. dollars, with their product being sold in 140 
countries, even though Nike does not own any manufacturing companies. Instead, to be able 
to reach their position as world leaders in marketing athletic shoes and apparel, Nike has 
made use of the global network of manufacturers, of which Nike uses 600 factories around 
the world, with an estimated 650.000 people employees employed by those manufacturers. 
(Hill, C.W.L. 2009: 154).  As mentioned Nike does not do any manufacturing, rather they 
design their products and market them by using the global networks of manufacturers. This 
enables Nike to find and contract the cheapest manufacturers and in that way, cut down on 
the price of production. Nike then takes the capital saved by choosing the cheapest 
manufacturers, and reinvests it in Nike again by using the capital on marketing campaigns as 
well as sales campaigns.  
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However, before Nike experienced all the success they have experienced, they were faced 
with scrutiny, as accusations of their products being made in “sweatshops” were made for 
over a decade. The accusations consisted of Nike having manufactured their products from 
manufacturers where the working conditions resembled the so-called “sweatshops”, and it is 
also from this word that the debate got its name. The accusations made against Nike were that 
the products were made by workers, many of them supposedly children, who slaved away in 
hazardous conditions, for a salary, which was below minimum wage and also below the 
subsistence wages, which made people claim that the success of Nike was obtained, by 
exploiting the workforce in the poorer parts of the world. (Hill, C.W.L. 2009: 154).  
Because of this, Nike for many people, became the symbol of globalization and its evil 
consequences. Hill goes on to describe Nike and its image during the time of scrutiny as  “a 
rich Western corporation exploiting the world’s poor to provide expensive shoes and apparel 
to the pampered consumers of the developed world.” (Hill, C.W.L. 2009: 154).  
This lead nongovernmental organizations, news organizations and even students at 
universities with athletic divisions sponsored by Nike, to protest against them. The students 
of many American Universities with whom Nike had sponsorship deals with, protested on the 
campuses against Nike, with Nike’s ties with sweatshop labor being the reason. The NGO 
named Global Exchange, an organization which works to ensure human rights and promoting 
environmental, political justice targeted Nike with repeated criticism and protests as well. 
The news organization CBS’s reporter Dan Rather exposed the working conditions in the 
manufacturers that supply Nike with their product. This also lead to anti-globalization 
protesters to protest in front of Nike’s stores. (Hill, C.W.L. 2009: 154).  
Though they were under much scrutiny, Nike did what they could do to counter the 
accusations made against them. The first step they took, were to admit that there were 
problems in some of their foreign factories. Along with the admittance of the accusations, 
Nike also signalled and committed themselves to improve the working conditions in the 
manufacturer companies, where working conditions were a problem. To ensure that all 
manufacturer companies were held to a certain Nike standard of working conditions, Nike 
also required their old and new manufacturers in foreign countries to meet with the minimum 
requirements for working conditions and pay, and if they were not met they would simply not 
initiate work with them. For the manufacturers already used by Nike, if they did not want to 
meet or simply were not able to meet the requirements, Nike would then proceed to terminate 
those contracts in question. (Hill, C.W.L. 2009: 154). But even after making all the effort, to 
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counter the accusations, which smeared their good image, Nike still continued to be targeted 
and Nike still remained a symbol of the evils of globalization to many people.  
Identifying	the	CSR	practices	
Mutual interest is the first keyword to identify CSR practices. Mutual interests is the first step 
towards incorporating CSR, in this case it would be better working conditions. The mutual 
interest in this case from Nike’s point of view, is the fact that they want to counter the 
arguments and accusations made against them, and better their image in the public eye. They 
can do that, by improving what they are accused of which is having bad conditions for their 
workers in their subcontract factories in the foreign countries. The mutual interest from the 
stakeholder’s, which in this case, is the public, the NGOs, the governments and news media. 
They want to improve the conditions of the workers, ensuring their human rights and stop 
what they call the “exploitation” of the poor people of the world. 
Nike was firstly impacted by outside-in factors. The media and the world press were highly 
scrutinizing against Nike, starting mass protests against Nike and their brand. It responded by 
putting into effect inside-out factors that were directed towards their critics that in turn should 
affect the world’s view on them. 
For any company that intends to incorporate CSR, they must first make a strategy, which 
aims to go beyond the best and differentiate them from the rest. The MNCs has to choose an 
approach to CSR that is unique and different from how the other competing MNCs, but also 
doing it in a way which lowers costs or satisfies the needs of their customers in some way.  
To understand how a corporation incorporates CSR practices into their strategy and how they 
do it, one has to first of all, understand how they are categorized. CSR can be split into two 
different but also interdependent categories that are complementary to each other. They are 
called Strategic CSR and Responsive CSR. Good Strategic CSR goes beyond good 
citizenship and aims to mitigate adverse that the company might face in the future, lowering 
cost in the future. To do this, they have to install initiatives whose social and business 
benefits are large and distinctive. Strategic CSR involves factors that play a role from the 
outside in, and from the inside out. It is here that the shared value and mutual interest lie, and 
also therefore here that the opportunity to differentiate from other MNCs lie. (Porter and 
Kramer, 2006: 88) 
Interdependence between MNCs and societies takes two forms. Firstly, a company affects 
society through their operations in their business. These are called inside-out linkages. 
Almost every single action that the MNCs take affects the society by either creating positive 
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or negative consequences. MNCs have become increasingly aware of the social impacts that 
their activities bring forth, these impacts depend on location and therefore the MNCs have to 
act differently to the social consequences that is caused by the MNCs actions. (Porter and 
Kramer, 2006: 84). 
And then there is outside-in linkages, which are factors outside the corporations that they can 
or cannot do anything about, but still affects the corporations either way, either positively or 
negatively. Outside-in linkages refer to when social standards evolve and scientific 
knowledge increases. Society health issues and diseases, such as asbestos were dismissed as 
being harmless. With the increase of scientific knowledge, now it is well known that it was 
dangerous and many companies have been held accountable for the harms it has caused their 
workers, as the companies at the time did not have enough scientific knowledge to protect 
their workers. Even though there was not anything the companies could do about it due to the 
fact that scientific knowledge was lacking, it still became a problem, which makes issues like 
environmental and health issues and the likes of it an outside-in linkage. External social 
conditions therefore also influence MNCs, both positively and negatively. (Porter and 
Kramer, 2006: 84) 
  
In relation to strategic CSR, it is important to understand that strategic CSR is a plan with a 
focus on benefiting the company and the society as well, along with mitigating future 
adversities that the MNC might face, making it better and more profitable in the long run, 
while also satisfying stakeholders. Within strategic CSR we find four approaches, which are 
also used as arguments for CSR, they are moral obligation, sustainability, license to operate 
and reputation.  
 
The moral obligation approach involves the moral appeal of MNCs that companies have to 
the right thing and they have to go beyond just having good citizenship. The trick with moral 
obligations and MNCs is the fact that they have to make sure that the products they are 
selling are morally acceptable for their consumers to buy. If the consumer gets a hint of the 
products not being morally acceptable, they might not want to buy the product, which then 
affects the supply chain involving sales. NGOs like Business for Social Responsibilities 
encourage their members to only buy products that honour ethical and moral values. Business 
for Social Responsibility is the leading non-profit CSR business association and therefore 
they are one of the big stakeholders that MCNs should aim to satisfy. The sweatshop debate 
touches upon moral obligation, and Nike not feeling responsible for the workers at the 
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foreign manufactories that they contracted, because they in principle were not employed by 
Nike. But with the media storm that arose after working conditions at these manufactories, 
along with wages were questionable and morally unacceptable to their stakeholders, action 
had to be taken. Nike did that, by making initiating a CSR program, which ensured that their 
products were morally acceptable, by improving the working conditions at the foreign 
manufactories by setting up minimum requirements and also by introducing a code of 
conduct. A code of conduct that should be displayed at all the subcontracted manufactories, 
so they were easily available. (Porter and Kramer, 2006: 81). Moral obligation goes further 
than just having products that are morally acceptable, but also touches on areas such as 
transparency by having a clean record in their papers and obeying local laws where the 
subcontracted manufactories might be located, something that they also ensured to show their 
critics by terminating contracts with four Indonesian subcontractors, stating that they did not 
comply with the standards of wage level and working conditions. One of those subcontractors 
were a company named Seyon, who did not comply with law declared by the Indonesian 
government of a 10.7 cent increase in wages and therefore their contract was terminated. 
(Hill, C.W.L. 2009: 156) 
 
The sustainability approach emphasizes on the awareness and protection of the environment 
and society. The sustainability approach focuses on companies operating in a way that 
secures long-term sustainability and economic growth by avoiding the short behavior or 
actions, which might be detrimental to society or the environment. Porter describes 
transparency to be more sustainable than corruption, and “good employment practices are 
more “sustainable” than sweatshop”. (Porter and Kramer, 2006: 82) In Nike’s case, this is 
true as this was a major factor in them being scrutinized by the various stakeholders, and can 
be seen as a principle which was a factor for Nike to introduce CSR practices.  
 
The license-to-operate approach involves identifying the social issue they are faced with by 
stakeholders, and seeks the problem head on to take a decision on whether the social issue 
should be dealt with or not. In the Nike case, this is one approach that can be identified. The 
license-to-operate approach also includes constructing dialogues with local governments, 
activists and regulators, which all in Nike’s case were included in Nike’s handling of the 
sweatshop debate. In their CSR program, Nike made it a requirement for their foreign 
manufacturers to obey the local laws of minimum wage and overtime hours. 
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They also hired Andrew Young to regulate Nike, Young a former U.S. ambassador to the 
United Nations to overlook and asses the working conditions in the foreign manufactories 
and to make sure that all laws were obeyed and that the working conditions were acceptable. 
Young would complete a two-week tour of 15 different manufactories around the world, 
which was concluded with a report which was mildly critical of Nike, but also that Nike was 
doing a good job of improving the working conditions and in their treatment of workers, but 
that they could do better. (Hill, C.W.L. 2009: 154). 
One would think that this would be able to satisfy the activists, but they were critical of 
Young’s assessment and report of what he saw, and they were also critical of the decision 
made by Young to not bring his own translators, but instead use translators provided by Nike. 
This made the activists accuse Young of not doing his work properly and doing “slipshod 
inspections”, something that Young denied. (Hill, C.W.L. 2009: 154). 
 
The reputation approach involves seeking strategic benefits, but is also rarely found because 
its focus is on satisfying the stakeholders and external audiences. Porter explains that the 
approach is handled differently depending on what kind of company is involved. Industries 
involved in chemicals or energy will for example introduce CSR initiatives as a kind of 
insurance, in the hopes that their reputation will help them go through criticism in the event 
of something happening. In Nike’s case Porter and Kramer explains, “In consumer-oriented 
companies, it often leads to high profile cause-related marketing campaigns”. (Porter and 
Kramer, 2006: 82). In the sweatshop debate Nike reacted by joining a presidential task force 
that was set up to get rid of sweatshops in the textile industry. The task force included many 
leaders in the industry such as Nike and representatives from human rights groups and leaders 
of labor organizations were also included. This lead to an agreement ensuring the workers 
rights when manufacturing from foreign countries. The agreement included a limit on a 
workweek to 60 hours and strongly encouraging the companies involved to meet the payment 
of at least the minimum local wage in the foreign manufactories. To ensure that this 
agreement was abided, the task force established an independent association, the Fair Labor 
Association whose job it was, to assess and regulate that the companies involved were 
abiding by the agreement. (Hill, C.W.L. 2009: 156). In regards to Porter and Kramer’s claim 
that consumer-oriented companies initiate highly profiled campaigns, the founder of Nike, 
Phil Knight gave a speech at the National Press Club in 1998. The speech included a detailed 
report of the series of initiatives that Nike had designed to improve the working conditions 
for the more than 500.000 people employed by their subcontracted manufactories, ensuring 
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that their products were now morally acceptable to buy. His speech was applauded by the 
business press, but was sceptically received by their critics. The most important thing for 
Nike though was the fact, that the critics recognized Nike’s efforts and recognized the 
improvements they had made with their policies. (Hill, C.W.L. 2009: 156).  
One can also make the point about the influences that the media has had on Nike’s sweatshop 
debate and on Nike’s CSR program has been affected by. Media is one outside-in factor that 
has affected Nike’s CSR program, and how their influence has been so big that it has had an 
affect on MNCs in actually making CSR relevant to the respective companies, in particular 
Nike. The reason why media play such a big factor in the MNCs actually incorporating CSR, 
is the big influence they can have on the discourse in relation to CSR and the MNCs actually 
using their resources to incorporate it and try and maximize profits while also benefiting 
society and satisfying their stakeholders. The media is an outside-in actor, as they act as a 
catalyst between the stakeholders and Nike, because they are the ones who set the agenda and 
control the discourse, they are then also the primary factor in scrutinizing Nike as they were 
the first to publicize and accuse Nike of having problems at their foreign manufacturers with 
working conditions and wages. The media let the stakeholders know what was going on at 
these manufacturers which Nike had contracts with, which in the end had such a negative 
effect on Nike, that Nike decided to initiate their own action to counter the arguments and 
satisfy their stakeholders, by putting into place a CSR program which focused on improving 
working conditions and wages, and making sure that the foreign manufacturers that they were 
in business with as a minimum met the required standard set by Nike.  These arguments can 
make the case that the media has had an direct impact on Nike starting their CSR program, 
and thus the question of whether Nike had implemented CSR if they were not exploited by 
the media. 
The media’s impact made Nike initiate their own CSR program, and Nike turned the whole 
ordeal around and now has a positive image by starting a CSR program. And while the media 
had been good at exploiting their lack of CSR, it can also be the other way around that the 
media can help and have helped Nike’s image by also reporting about the good that has come 
out of Nike’s CSR program. Basically, the same media that had an effect on Nike’s brand and 
image and thus also their sales by exploiting their lack of CSR, has also been one of the main 
reasons that Nike turned the whole situation around and now enjoys success by reporting on 
the good that Nike has done. Thus, media has been and will be a driving force/motivation for 
MNCs to engage in CSR.  
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Nonetheless, another perspective of CSR can also be discussed. As Scherer and Palazzo 
(2011) argue that CSR can be categorized within the political sphere. Thus, MNCs are seen 
as political actors, since they possess political roles. Furthermore, the theory looks at how 
MNCs have responsibilities concerning the conditions of their employees, as they have a role 
as political actors. Hence, according to Scherer and Palazzo, corporations face obligations 
that are moral based.  
However, this aspect of CSR will be discussed in chapter 3, where the theory of Scherer and 
Palazzo will be applied in relation to Nike. 
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Chapter	3	
Discussion	
This chapter intends to discuss the CSR strategy’s impact on Nike and the company’s 
decision to improve the conditions in the sweatshops. Additionally, we will apply Scherer 
and Palazzo’s definition of CSR, since MNCs are seen as political actors, as they have 
possessed the political factors that normally are the tasks of governments. Furthermore, this 
section will look at the identified stakeholders from the chapter above, and whether they have 
an influential role on Nike. 
CSR	and	the	impact	on	Nike		
Taking point of departure in the CSR strategy of Porter and Kramer (2006), they argue that 
companies apply the strategy of CSR for two interdependent purposes, namely; business and 
society. They view CSR as a tool for MNCs that can help the enterprise to gain advantages in 
its business activities. However, even though that CSR has been costly for Nike, the strategy 
has helped the company to overcome the issues regarding the sweatshops in the 1990s. As 
innovators, Nike has discovered many areas in which they are both new and inexperienced. 
Nike benefitted in sense of having no rules regarding the treatment of their workers in the 
sweatshops and their wages. In the late 1990s, Nike experienced serious critique of their 
treatment of the workers in the foreign countries. However, during the years, Nike decided to 
develop series of tactics and strategies in order to improve the subcontractors’ working 
conditions and wages. In order to integrate different types of strategies in the business 
agenda, Nike decided to focus on implementing CSR policies. 
 
When the concerns about the company’s deteriorating reputation started to emerge, Nike 
decided to prioritize the concept of CSR more during the 1990s. As Porter and Kramer (2006) 
argue, the concept is more than a cost. It can help businesses to strengthen brands and 
images. According to Porter and Kramer (2006), the concept of CSR is not only a costly tool 
for charity purposes. The concept contributes to improvement and development of the 
company structures and priorities regarding their businesses. Furthermore, it provides 
competitive advantages for the companies (Porter and Kramer, 2006: 80). 
 
Furthermore, it is important to note that the decision of incorporating CSR into the 
company’s Code of Conduct came from the pressure of the public sphere. The public 
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demanded in the 1990s that the MNC Nike should stand accountable for what there was 
going on in the subcontract foreign factories in the developing economies. Hence, it is 
definitely not of own free will that the company determined to incorporate CSR.  
 
Nonetheless, the fast growing discontent and the public pressure astounded Nike, as it 
accelerated fastly. Thus, the sweatshop debate illustrates how media and NGOs together put 
massive pressure on a MNC, resulting in incorporating CSR strategies (Porter and Kramer, 
2006: 80). Porter and Kramer argue, MNCs incorporate CSR for the purpose to improve its 
image and public relations in short term and to create profit in the long run (Porter and 
Kramer, 2006: 82). In addition, it is important to stress that these interventions by the 
companies create value for them and differentiates them from their competitors.  
 
In relation to Nike, Matt Zwolinski (2012) argues that the workplaces Nike provides, by 
having their foreign manufacturing plants, are essential for both the workers in the given 
country but also the government, since they experience economic growth. Hence, even 
though that the conditions in the sweatshops are not as high as the conditions in factories in 
the Western world, they are still appreciated by the people in the developing countries (Learn 
Liberty, 2012). Thus, when outsourcing production to foreign factories in developing 
economies, there are some unexpected scenarios that will most likely occur, since this type of 
activity is relatively new. Nike’s experience of the sweatshop debate was that they were 
accused for something they did not expect would be a major issue internationally, however, 
they further failed to tackle the situation properly in the beginning, as Hill (2009) argues. He 
claims, that Nike was in a defensive position since the beginning of the sweatshop debate. 
Phil Knight, the owner of Nike, was defending the acts of Nike, stating that they did many 
good things for the developing economies. Furthermore, he explained that having many 
subcontract factories in foreign countries was very difficult to control completely. Thus, his 
statements were seen as irresponsible, since he disclaimed the responsibility of the acts of 
Nike.  
 
During the 1990s, where the critique of Nike was accelerating faster and people around the 
world came to know about critical reports from NGOs and media, Nike decided to take the 
step further by hiring an agent, namely; the “one-time U.S. Ambassador to the United 
Nations and former Atlanta Mayor and Congressional representative Andrew Young.” (Hill, 
C.W.L. 2009: 155). Young was employed for the purpose to evaluate the working conditions 
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in the foreign subcontract factories in the developing countries (Hill, C.W.L. 2009: 155). 
However, Young was seen as very subjective in his reminiscences about the sweatshops 
conditions. For instance, he argued that he did not see any sign of factories being sweatshops, 
in his observations (Hill, C.W.L. 2009: 155). Instead, Young notifies that he “saw crowded 
dorms… but the workers were eating at least two meals a day on the job.” (Hill, C.W.L. 
2009: 155). 
 
Thus, Young’s remarks created a wave of detractors, criticizing both him and Nike. Labour 
and human rights groups broadly condemned the statements by Young and Nike’s tactic of 
hiring an agent whose purpose was to do a job that could not be trusted, and was highly seen 
as untrustworthy. This situation created even more critique of Nike and the company’s way 
of handling the situation.  
 
After years of many excuses and accusations from Nike, Phil Knight decided to change the 
agenda of protecting the business of Nike. The defending position were replaced by several 
initiatives that Phil Knight on May 12, 1998 presented in a speech at the National Press Club 
(Hill, C.W.L. 2009: 156). The purpose of the initiatives was to improve the conditions for the 
approximately half million people who produced the products in the subcontract factories. At 
the time they decided to change the conditions, they also formulated requirements for the 
subcontractors, meaning that they changed the minimum-age limitation. Furthermore, Nike 
decided to make monitoring visits of the foreign factories. The annual checks were made by 
the team of PricewaterhouseCoopers (PwC), who were experts in the company’s Code of 
Conduct procedures (Hill, C.W.L. 2009: 156). However, Hill (2009) argues that the auditors 
from the PwC were criticized for their errors in the annual checks (Hill, C.W.L. 2009: 157). 
In the checks of the foreign factories, the auditors did not mention the main labor practice 
issues such as the “hazardous working conditions, violations of overtime laws, and violation 
of wage laws.” (Hill, C.W.L. 2009: 157). Instead they focused on minor violations of Nike’s 
Code of Conduct.   
 
Nevertheless, the overall goal of these initiatives was to assure that the employees in the 
foreign Nike factories are protected by requirements which standard is nearer to the Western 
countries. The reason why the storm of critique hit the company can be linked to with the 
increasing focus on the question of basic human rights in the modern world. In the Western 
part of the world, people often see campaigns and NGOs that focuses on the poor people in 
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especially the third world countries. Thus, there has been created a reinforced sympathy with 
these people in the sweatshops working under conditions that are far more different than the 
conditions known in the industrial countries. However, combining the increasing awareness 
on issues regarding the sweatshop with Nike’s brand and image has definitely been a 
damaging factor when talking about the company’s public relations. As mentioned earlier, the 
critique affected the company’s economy and image. Concurrently with the reports revealing 
the poor conditions in the sweatshop, the public relations of Nike became an obstacle for 
continuing the positive outcomes of the business in the developing economies. Nike realized 
that the damage the critique caused their public relations had to be taken serious. Hence, that 
forced Nike’s Philip Knight to announce the aforementioned initiatives publicly. As Hill 
(2009) argues, it is not the minimum age that needs to be focused on, but the minimum wages 
(Hill, C.W.L. 2009: 156). In some of the subcontract factories the wages are so reprehensible 
that people in the western world are feeling outraged, not necessarily on behalf of the 
employees. 
CSR	-	the	political	role	and	extended	model	of	governance		
Moving on to the text by Scherer and Palazzo, they argue that the CSR has become political 
in this case. When applying Scherer and Palazzo in the definition of CSR, MNCs are seen as 
political actors as they have possessed the political factors that normally are the tasks of 
governments. Furthermore, Scherer and Palazzo (2011) argue that CSR needs to be seen as an 
extended model of governance, where firms contribute to global regulation and provide 
public goods, meaning that they are engaging activities that are used to be seen as 
governmental activities. 
 
The concept of CSR has become part of the political sphere, as there is experienced an 
increasing interest of nation-states and governments focusing on corporate responsibility. 
One of the reasons why CSR has become political is that governments require that companies 
should make reports on their CSR. The requirements are enforced by laws that demand 
companies to note their environmental, social and ethical problems in the annual report of the 
company (Porter, M.E. and Kramer, M.R, 2006: 80). 
 
In comparison to the instrumental CSR that includes incorporation of regulations with hard 
laws, meaning governmental regulations, the political CSR differentiates as it integrates soft 
laws, such as self-regulation and civil regulation, where enterprises and the civil society, such 
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as the citizens, NGOs, have a bigger say compared to before. Moreover, the legitimacy of the 
political CSR is moral based, meaning that the legitimacy is focusing on morals and 
influence, both market stakeholders and non-market stakeholders. The political CSR has 
shifted to a deliberative structure where communication plays an important role with both 
formal and informal actors that have higher power and the corporation has a bigger say in the 
political and the ethical area.  
 
Furthermore, Scherer and Palazzo have introduced the concept post-national constellation 
that replaced national constellation after the rise of globalization. In the post-national 
constellation, the borders are eliminated meaning that nation-states have lost some of their 
power to the corporations. The political CSR correspond to the post-national constellation, as 
corporations are becoming political actors where managers are not interested in sole focus on 
maximizing profits to gain long-term success, but they also need to engage corporate 
responsibility in the strategy with focus on ethics in order to satisfy their stakeholders. This is 
essential because of the increase in the power of NGOs that indirectly can ruin companies’ 
reputation by affecting the critical players (the stakeholders). However, race to the bottom 
effect has made the nation-states lower the conditions of human rights for individuals such as 
workers. This implies that multinational corporations have an obligation to ensure that the 
rights are not violated by performing as political actors instead of taking advantage of the low 
conditions. 
Stakeholders’	impact	in	relation	to	Nike		
Moving on to the stakeholders, this section intends to discuss the stakeholders of Nike in 
relation to the stakeholder theory developed by Freeman (2008) and Post et al. (2002). By 
stakeholders the theorists mean that competitors, suppliers, media, governments, investors, 
partners, employees and NGOs are seen as stakeholders of a company. 
Stakeholder	Theory	
Starting out with Freeman’s (2008) theory, he focuses on that the profit of the firm is highly 
linked with the relationship of its stakeholders. The different parties of stakeholders should 
all be involved and satisfied in the relationship with the companies, since they are seen as 
fundamental factors for the companies. Thus, Freeman means that companies can be seen as 
intertwined with its stakeholders. Some of the standards that the corporation Nike has to take 
into account are their obligations and responsibilities towards stakeholders. They can not 
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violate the rights of others, and they are responsible for the outcome of a given act that might 
contradict to what Freeman addresses as moral behaviour towards stakeholders. 
 
Freeman follows an integrative view as value comes from different sources such media, 
customers, unions, and competitors. This is because stakeholders matter because they fix 
legal rights on the firm, they can be relevant in some managerial decisions when negative 
externalities exist, norms are affected by all stakeholders, and impeding change cannot rely 
solely on shareholders. Hence, stakeholders can be seen from many different perspectives and 
not only ethics. This shows the importance of a firm’s stakeholders that affect or can be 
affected by the performance of a firm.  
The	New	Stakeholder	View		
Moving on to James E. Post et al. (2002), they define stakeholders as “individuals and 
constituencies that contribute, either voluntarily or involuntarily, to its wealth-creating 
capacity and activities, and who are therefore its potential beneficiaries and/or risk takers.” 
(Post et al., 2002: 8). Compared to Freeman’s stakeholder theory, Post et al.’s theory should 
be seen as an extended stakeholder theory.  
 
The New Stakeholder View developed by Post et al. is fundamentally about acknowledging 
the interrelationships that exist within a corporation. Post et al. (2002) see employees, 
customers, investors and communities as interdependent factors within a firm. They are all 
important stakeholders for Nike, meaning that they all have common interest in avoiding any 
conflicting activities within the business relations. This statement by Post et al. is something 
that within the business relations should successfully provide an outcome that are satisfying 
for all stakeholders. Thus, in the long run the positive relationship of the stakeholders 
depends on the commitment and ability to develop and integrate all stakeholders in order to 
provide stability (Post et al., 2002: 7). 
 
Hence, what Nike did during the 1990s to answer the massive critique of the conditions in the 
sweatshops was to satisfy the dissatisfied stakeholders. The company decided to incorporate 
CSR, as there was a need to revolutionize its image and brand. Their defence position did not 
help them, and the criticism became even more intense in that period. As mentioned earlier, 
Post et al. note “a firm cannot maximize value if it ignores the interests of its stakeholders” 
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(Post et al., 2002: 8). Thus, the observations of violating interests pushed Nike to use other 
strategies.  
 
As corporations are becoming bigger than nation-states, as Scherer and Palazzo argue, 
corporations now face higher responsibilities, not only for the firm’s employees but also for 
its stakeholders and the network of the stakeholders, naming the extended enterprise. This 
means that the corporations faced complicity, also called indirect responsibility. Hence, it has 
become easier for enterprises to be accused for certain issues as they face this indirect 
responsibility. This can be seen in the case of Nike where the corporation is held responsible 
for the workers of Nike’s suppliers. Nike was accused to integrate child labor in their agenda, 
as the suppliers were using children in the factories. This led to Nike incorporate code of 
conduct, as a help and supplement to deal with the negative media attention of the company. 
Perspectivation	
At last, the issue of the poor conditions in the sweatshops can be difficult for people to 
examine whether or not they are good. The meanings of individuals are shaped by the media 
and its way to portray situations, corporations and individuals. Thus, many people does not 
take into account what the workers in general in the sweatshops actually mean about working 
in these factories. NGOs conducting the reports of sweatshops use examples of statements 
from workers in sweatshops who feel that the opportunity to be heard widely might improve 
the conditions in the sweatshops to something better compared to before. Thus, it is a good 
point to mention, that the opportunity of NGOs giving voice to the employees in the Nike 
foreign factories is a good tool. However, on the other hand, if people did not have the 
opportunity to speak up through channels such as NGOs, would they then stand up against 
their manager of the factory and risk their job? The issue can be questioned, however, it is 
hypothetical, since there are not any study showing if employees at Nike would do the same, 
if the circumstances were different. Nonetheless, this issue raises the question of working 
conditions seen from a western point of view versus the regular standard of where the foreign 
factories are located.  
 
What the western countries want to debate is the fact that compared to western standards; the 
conditions that the foreign factory labourers are working under are very critical. But to the 
labourers working in their respective countries, they might see working at one of Nike’s 
foreign factories as something good because of the benefits they get there, which they do not 
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get anywhere else. Compared to other places in their respective countries, they are getting 
paid better. Of course they are not getting paid by Western standards, but that also arises from 
the west having unions to secure the rights of the labourers. They are not getting paid high 
salaries, but they are still getting paid a reasonable amount of money compared to other jobs 
in their respective countries, and have other benefits. At one Nike foreign factory, which was 
under scrutiny during the debate, the labourers were for example giving lunch and dinner for 
free, something that is not the standard of the culture. 
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Conclusion	
To conclude this project, it can be mentioned that the sweatshop debate has many aspects. 
The increasing globalization provided the opportunities for companies in general to develop 
businesses. This resulted in the decision that Nike started outsourcing its production to 
foreign factories in developing economies. As it was relatively new, the consequences of 
outsourcing were unknown. Hence, the criticism of sweatshops came unexpected and Nike 
did not realize how threatening it was for the business. However, during the years of massive 
criticism, Phil Knight decided to change strategy from a defensive position, to a more active 
strategy where the corporation did something radical in order to protect the brand. By 
classifying the CSR strategy of Nike, we decided to apply Porter and Kramer’s theory and 
Scherer and Palazzo’s theory.  
 
Porter and Kramer see the concept of CSR as a tool that gives opportunity for corporations. 
They do not consider CSR as a cost, because the theorists see the company and the society as 
intertwined, meaning that if the relationship of the society is not satisfying, the business will 
be affected. The value of products within the firm are created through the differentiation from 
its competitors. Thus, the values and norms of the firm has to be something that the 
customers can identify with, meaning that it is not enough that the products alone has 
something unique to offer, but the production of the products also play an essential role in 
offering the exceptional.  
 
Furthermore, it is crucial to understand the connection of the linkages of the inside-out and 
outside-in effects within the theory of Porter and Kramer. The first linkage of inside-out 
refers to Nike’s value chain in which the company operate in communities, where it affects 
the society either positively or negatively. Hence, the consequences of operating in 
developing economies by manufacturing products in foreign factories is something that Nike 
control. According to Porter and Kramer (2006), these practices have a social impact of their 
exercises in the communities they operate in. Additionally, it is important to note that the 
geographical location of the factories has an impact on the outcome the social consequences.  
 
The second linkage, outside-in, refers to the factors that Nike does not control. By that Porter 
and Kramer mean that the norms and values, described as standards, of the society changes 
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over time. Hence, the social environment of communities is categorized as an external factor 
that influences the business of corporations.  
 
Therefore, the strategic CSR was the apparent strategy for Nike, since it focuses on 
improving the relationship of the corporation and the society. Furthermore, the strategy gives 
Nike the best opportunity to influence social impact of business benefits, meaning that it 
allows the corporation to select a favourable position, in order to differentiate itself from its 
competitors, which is exactly what Nike did. In addition to the decision of incorporating the 
strategic CSR, the essentials of the strategy are to create social and business advantages that 
have unique characteristics (Porter and Kramer, 2006: 88).  
 
The increase in globalization has caused the change in perspective from a neoclassical to a 
global. The concept of CSR has become essential for businesses, as corporations grow and 
gain power and thus influence the nation states. This has resulted in increasing 
responsibilities of MNCs, meaning that the corporations face other issues compared to before, 
when corporations was only regular businesses. Scherer and Palazzo (2011) conceptualize 
CSR within the political sphere, since MNCs has adopted responsibilities with pressure from 
governments. Furthermore, globalization causes constant changes in the world, meaning that 
CSR changes as well. According to Scherer and Palazzo, the concept of CSR is highly 
intertwined with the issues of the global world, but also with the stakeholders of the 
corporations. Additionally, as the theory outlines that NGOs and citizens have a voice in 
relation to Nike’s application of CSR, it means that the legitimacy of the concept is based on 
morals.  
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